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twelve year period immediately preceding 
\he change i n  ownership,thedepreciable 
2051 basis of the transferredasset for the 

-~-. 

I)' ' V  owner shall be the lowest of: 

(i) fair marketvalue of theassets. 

(11) the acquisition costof the asset to the 
buyer, 

UL!the original basis of the asset to the 
seller as recognized by the Division,less 
accumulated plus thedepreciation, 
amount of depreciation recaptured from 
the seller. 

(2) If the sellerowned the assets during the 
entire twelve year period immediately pre
ceding the change in ownership and i f  the 
seller’s facility received VermontMedicaid 
reimbursement during the entire twelveyear 
period immediately precedingthe change in 
ownership, the depreciable cost basisof the 
transferredrealpropertyandfixed assets 
for the new owner shall be the lowest of: 

(i) the fair market value of the assets, 

(ii) the acquisition costof the assetto the 
buyer, 

(ii;) the amount determined by the revaluation 
revaluationof the asset. an assetis revalued 
by increasingtheoriginalbasis of the 
asset to the seller, as recognized by the 
Division, by an annual percentage rare. 
The a n n u a l  percentage rate will be limited 
ed to the lower of: 

(A) One-half the percentage increase 
in the Consumer Price Index (CPI) 
for All Urbanconsumers(United 
States City Average). 

(B) One-half the percentage change in 
an appropriateconstruction cost 
index as determined by the division 
of RateSetting,whichchange shal 
not be greater than one-half of (ne 
percentageincrease in the dodge 
Construction index for the same peri
od. 

a the(3) after change in Ownership, 
depreciationformoveableequipmentand 
vehicles shallbe based on the greater of the 
following : 

L 

( i )  the seller's allowable basis. with the 
continuation of the seller's allowable 
depreciation schedule, or 

(ii) an independentappraisal of the 
asset's value and a new estimate of &he 
remaining useful life. 

.. 
4.8 Recapture of Depreciation 

(a) The sale or transfer of depreciable assets, 
or substantialportion thereof, at aprice in 
excess of the cost of the property to the owner 
of record as reduced by Medicaidallowable 
depreciation,resulting in againonsaleor 
transfer, and in accordance with these regula
tions.indicates that depreciationusedfor 
purposes of computingallowablecosts was 
greater &anthe actual economic depreciation. 
The amount of therecaptureapplicableto 
payments madeas part of the per diem rate for 
care of Medicaid residents shallbe determined 
as follows. 

(b) Thegrossrecaptureamount shall be the 
lesser of the actual gain on the sale, as com
putedabove,ortheamount of depreciation 
that was paid as part of the per diem rates h!. 
the state for the care of medicaid residents to 
the owner of the facility. 

(c) The depreciation tobe recovered shall be 
calculated as follows: 

(1) If the facility has been heldby the seller 
for five years or less. an amount equal to 
the full depreciation paid as pan of the per 
diem rates by the state for the care of bled
medicaid residents to the owner of the facility. 

( 2 )  If the facility has been held b!, [he seller 
for more than five years, an amount equal 
to the full depreciation, paid as pan  of the 
perdiemratesissubject to recovery but 
the amountto be recovered shall be reduced 
by fourteenand one quarter percent for 
each year after the fifth !.ear. 
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(d) Sixty days before the date of the closing or 
at such time as the terms of the sale are final 
(whichever $the later), the seller and the 
buyer shall jointly file withtheDivision the 
following documents: 

(1) the purchase and sale a=oreemem. 
schedules, disclosure statemem, collateral 
agreements,andotherdocuments which 
might help to determine the selling pricefor 
the facility, 

( 2 )  themost recent appraisals of a l l  
facilities and other .propertiesor businesses 
whose ownership will change as a result of 
the Same transaction, 

(3) an estimatetheamount of 
depreciation recapture payable pursuant to 
this subsection or anexplanation of the 
sellers'rationale for believing that no 
depreciation recapture is payable. 

(4) a schedule for theclosing of the 
transaction, whichshall be subsequently up
dated to reflect any changes in theschedule. 

(e) Within 20 days of the receipt of all these 
materials, the Division shall issue to the seller, 
with a copyto the buyer, a statement of net 
recapme overpayment amount setting out the 
amount of depreciation recapture payable ora 
statement t h a t  none is payable. 

(i) The net overpaymentrecapture 
amount, i i  any, determinedpursuant to 
Subparagraphs (1)  and (2) above, shall be 
paid to the state by the seller at the time of 
closing. the Division's inability to issue a 
final statement of depreciationrecapture 
before the closing dare does not absolvethe 

from its obligation to pay 
depreciationrecapture at the time of 
closing.Interest at the legal rateshall be 
payablefrom that dateon any unpaid 
balances. However, if sufficient cause can 
be shown. the sellermay request additional 
paymentrime.the granting of whichmay 
require the execution of an escrow agreement 
mentwith the state. Until such time as the 
requirements for depreciationrecapture 
under this section havebeen satisfied. [he 
amount no! paid shall be deducted from 

futurepayments by the state to the buyer 
until net recapture has been received 

( f )  In caseswhere an owner-operator with
draws 'fromthe Medicaid program as a 
provider. but does not sell thefacility, [he 
depreciation paidb), Medicaidtotheowner 
during the time she/he was a Medicaid 
provider shall be subjecttothedepreciation 
recaptureprovisions of these rules when the 
ownersells the facility. this include3cases 
where an owner-provider leases a facility to 
another licensed operatorunrelated after 
havingoperatedthefacility as a licensed 
Medicaid provider. 

4.9 	 Leasing Arrangements for Property, 
Plant and Equipment 

Leasing arrangements for property, plant and 
equipment must meet the followingconditions 

(a) Rent expense on facilities and equipment 
leased from a relaredorganization will be 
limited to the Medicaidallowableinterest, 
depreciation, insurance and taxes incurred for 

under review,the year or h e  price of 
comparableservices or facilitiespurchased 
elsewhere, whichever is lower. 

(b) Rental or leasin? charges,including sale 
and leaseback agreements for property, plant 
and equipment to be included in allowable 
costscannotexceedthe amountwhich the 
provider would haveincludedinallowable 
costs had it purchased or retained legal title to 
the asset, such as interest on mortgage taxes. 
insurance and depreciation. 

4 10 Funding of Depreciation 

(a)Funding of depreciation is not required. bur 
i t  is strongly recommended that providers US: 

this mechanism as a means of consewing funds 
forreplacement of depreciable%sets, and 
coordinate their planning of capital expendi
tures with area-wideplanning ofcommuni[! 
and state agencies. As an incentive for funding 
ing investment income on fundeddepreciation 
usi l l  not be treated as a reduction of allowable 
Interest expense. 

* 
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(b) To theextent that the provider fails lo 
retainsufficient working capitalor sufficient 
resources to support operations. beforemaking 
deposits in a funded depreciation account the 
deposits will not be recognized as funded 
depreciation. 

(c) To the extent that funded depreciation in 
the cost reporting period under consideration 
is used for purposesother than nursing facility 
assetacquisition, interest income on those 
sums will beoffset against interest expens: not 
only in the currentperiod, but the division 
may reopen settled cost reports for previous 
periodstorevise funded depreciation and 
allowable interest expense. However,with h e  
priorapproval of the Division, under 
appropriateconditions,someor all of a 
provider’s funded depreciationmay be used as 
follows without triggerins an interest income 
offset: 

(1) to convert existing nursing homebeds 
to residential care or assisted living, or  

(2) when more.  economic, for new 
construction of residential care or assisted 
living units with a reduction in licensed 
nursing home beds. 

(d) All relevant provisions of HCFA- 1 i shall 
be followed, except as noted below 

(1) Replacementreserves.Some lending 
institutionsrequirefundstobe set aside 
periodically for replacement of fixed =sets. 
The periodicamounts set aside for this 
purposeare not allowable costs in the 
period expended, but will be allowed when 
withdrawnand utilized either through de
preciation or expense after considering the 
usage of these funds. Since ,,,meritthe rep];-
reserves are essentially the same ZL funded 
depreciation the same regulations regarding 
interest will apply. 

(2) If a facility isleased from an ,:;:elated 
party and the ownershipof the reserve rests 
with thelessor, then the replacement re
servepayment becomes part of :x lease 
payment and is considered an allox.% “ I e cost 
in the year expended. If  the lessee IS ai
lowed IO use this replacement reserve for 

the replacement of :he lessee’sassets. lessee 
shall not be allowed to depreciate the assets 
purchased. 

(e)theprovider must maintainappropriate 
documentation to support the funded deprecia
tion account and income earned thereon to be 
eligible for relief from [he investment income 
offset. 

4 11 Large Asset Acquisitions > 

(a) A provider may apply to the Division for 
an adjustment to the propertyandrelated 
component of the rate for individual capital 
expenditures determined to be necessary and 
reasonable. No application for a rate adjust
ment should be made if the change to the rate 
would be smaller than one half of one percent 
of the facility’srate in effect at thetimethe 
application is made. Interest expense relared to 
these assets provided it is necessary a n d  
reasonable, shall be included in calculating the 
adjustment 

(b) Application shall also be made under this 
subsection, no later than 30 daysafter the 
execution of a purchaseandsale or other 
binding contract. for changes in basis resulting 
from a change in ownership of depreciable 
assets recognized by the Division pursuant to 
Subsection 4.7. The division may makerelated 
ed adjustmenuto the Propen), and Relatedrare 
component. 

(c) Except in circumstances determined by the 
Division to constitute an emergency precluding 
a 60 day notice period, a provider applying for 
an adjustmentpursuant to this subsection is 
required to give 60 days written notice 10 the 
Divisionprior to the purchaseofthe ass% 
Such applications shall be exemptfrom !he 
materiality test set out in subsection 8.7(b).but 

toare subject the other provisions of 
subsection 5.7. T h e  burden is on h e  provider 
to document a l l  information applicable to this 
adjustment and IO demonstrate thatan!’ COS& 10 

be incurred are necessary and reasonable. The 
Division shall review the application and issue 

draft findings approvingdenying. or pro
posing modifications 10 [h? adjustment applied 
for within 60 days of reciept of all informarlon 
required. 
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(d) In the event that approval is granted by  the 
Division, theadjustment will be made effective 
from the first dayof the quarter afterthe filing 
date of the written notice, followingthe date of 
the final order on the application, or following 
the date the asset is actually put into service. 
whichever is the latest. 

4.12[Repealed] 

4.13 Advertising Expenses 

The reasonableandnecessaryexpense of 
newspaper or other public media advertisement 
for the purposeof securing necessary employ
ees is an allowable cost. No other advertising 
expenses are allowed. 

4.14 Barber and beauty Service Costs 

The direct costs of barber and beauty services 
are not allowableforpurposes of Medicaid 
reimbursement. However, the fixed costs for 
space and equipment related to providing these 
services and overhead associated with billing 
for these services are allowable. 

4.15 Bad Debt, Charity and Courtesy Allow
ances 

Bad debts, charity and courtesy allowanareces 
deductions from revenuesand are nor to be 
included in allowable costs. 

16 Child Day Care 

Reasonable and necessary costsincurred for 
the provision of day care senices to children 
employees residentof performing related 

functions will be allowable. Costs will be 
adjured by any revenues received for the 
provision of careprovided to employees' 
children. The' directandindirectexpenses 
related to providing these services to non
employeechildrenare not an allowable ex
pense. Costs must be accumulated in a sepa
rate cost center.Revenues earned from pro
viding day caremust be identified for employ
ees and non-employees in a separate a?account 

Rates Medicaid Payment 

4.17 CommunityServiceActivities 

as an incentive for nursing home providers to 
furnish services (i.e.. meals-on-wheels,respite 
care, etc.)IO local nor-for-profit organizations 
only direct identifiable incremental costs & d l  
be adjusted (i.e.,  food, direct labor and fringe 
benefits, transportation).Overheadcosts w i l l  
not be apportioned for adjustment unless there 
is a significant expansion to a program result
ing from community service involvement.The 
provider must maintain auditable records for 
all incrementaldirect .costs associatedwith 
providing a community service. 

4.18 Dental Services 

Costs incurred for services performed in con
nection with the care,treatment filling, 
removal, or replacement of teeth or structures 
directly supporting teeth will not be allowed 
for thepurposes of calculating the per diem 
rate. Dental servicesforMedicaideligible 

coveredindividuals are pursuant to the 
vermont Welfare AssisLanceManual. 
However. the fixed costs for space and equip

ment related to providingthese senices and 

overheadassociatedwithbillingforthese 

services may be allowable. 


4.19 Legal Costs 

necessary ordinary, and reasonable legal fees 
incurred for resident-related activities will be 
allowable. 

4.20 Litigation and Settlement Costs 

(a) Civil and criminal litigation 

(1) GeneralRule. attorney fees andother 
incurred in conjunctionexpenses with 

litigation will be recognizedonly to the 
extent that the costs are related to resident 
care, that the provider prevails. andh a t  the 
costs are nor covered b!, insurance. 

( 2 )  Settlements. In instances\\.here a 
matter is settled before judgment (whether 
or not a lawsuit has been commenced one 
halfthe costs. including attornel.fees. 
settlement award. and otherexpenses, 
relatins to h e  matter \{,ill be recognized to 
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theextent that the costsare relared 10 

residentcare and are nor covered by 
insurance:-

(3) Costs related to criminal or professional 
practice matters are not allowable. 

(b) Challenges to decisions of the Division -
Attorney fees and other expenses incurred by 
a provider in challenging decisionsof the Divi
sion will be allowedbasedontheextent IO 

which the provider prevails as determined on 
the ratio of total dollars at issue in the case to 
the total dollars awarded to the provider, sub
ject to the non-recurring costs provision, sub
section4.3(a)(2). 

4.21 Motor Vehicle Allowance 

Cost of operation of a motor vehiclenecessary 
to meet the facility needs is an allowable cost. 
Where the vehicle is usedforpersonal and 
business purposes,the portion of vehicle costs 
associatedwith personalusewill not be al
lowed. If theproviderdoesnotdocument 
personal use andbusinessuseunderapre
approved method, DRS reserves the right to 
disallowallvehicle Costs inquestion. All 
costs in excess of thecost of asimilarsize 
mid-price vehicle are not allowable. 

4.22 Yon-Competition Agreement Costs 

Amounts paidtotheseller of an on-going 
facility by the purchaser for an a, agreementnot 
to competeareconsideredcapitalexpendi
tures.The amortizedcostsfor such agree
ments are not allowable. 

4.23 	Compensation of Owners, Operators, or 
their Relatives 

(a) Facilities which have a full-time (40 hours 
per week minimum)administrator and/or assis
tant administrator, will not be allowed 
compensation for owners, operators. or their 
relatives who claim 10 provide some or a l l  of 
the administrative functions requiredto operate 
the facilityefficientlyexcept in limited and 
specialcircumstances such as those listed in 
paragraph (b) of this subsection. 

(b) The factors10 be evaluated by the division 
in determining the amount allowable for own
er's cornpensation include.shall but not 
limited IO the follow in^: 

(1 )  All applicableMedicarepoliciesiden
tified in HCFA-15. 

(2) The unduplicated actuallyfunctions 
performed, as described by the provider on 
thecostreport. 2 

(3) The hours actually worked and the num
ber of employees supervised,as reponed on 
the cost report. 

(c) The maximumallowablesalaryforan 
owneradministratorshall be equal to 1I O  
percent of the average of all reponed 
administratorsalariesforVermontnursing 
facilities participatingin the Medicaid program 
as increased to thecurrent cost reporting 
period by the wages and salaries portion of 
the DRI-NHMB. 

4.24 	Management Fees and Home Office 
costs 

(a)Managementfees,homeoffice costs and 
other costs incurred by a nursing facility for 
similar services providedby other entities shall 
be includedintheIndirectCost category 
These costs aresubject to the provisions for 
allowable costs allocation of costs and related 
party transactions contained in these rules and 

include property and relatedshall costs 
incurred for the management company. These 
costs are allowableonly if such costs wouldbe 
allowable if anursingfacilityprovided the 
senices for itself. 

allowable costsshall be limited to five 
percent of the total net allowable costs less 
reportedmanagementfees.home office. or 
other costs, as defined in this subsection. 

4 2 5  Membership Dues 

Resonable and necessary membership dues 
including any portions used for lobbying 
activities shall be considered Medicaid allow
ablecosts.provided the organization's func-
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aretion and purposedirectly related to  
providing resident care. 

_-- ~ 

4.26 Post-RetirementBenefits 

Certainbenefits which may be available to 
retiredpersonnelare not required tobe ac
crued in accordance with Generally Accepted 
Accounting Principles. If it should be deter
mined by the FASB or other authoritative body 
that such postretirementbenefitsmust be 
accrued, the Division will  not allow costs of 
such benefits that exceed actual cost paid. 

4.27 Public Relations 

Costs incurredforservices,activities and 
events that are determined by the Division to 
be for public relations purposes willnot be al
lowed. 

4.28 Related Pam 

Expensesotherwiseallowableshall not be 
includedforpurposes of determining a pro
spective rate where such expenses are paid to 
a related party unless the provider identifies 
any such related partyand the expenses attrib
utable toit and demonstratestha t  such expens
es do not exceed the lower of the cost to the 
related partyor the price of comparable servic
es,facilities or supplies that could be pur
chasedelsewhere. The Division may request 
eithertheprovider or therelatedparty,or 
both, to submit information, booksand records 
relating to suchexpenses for thepurpose of 

. determining their allowability 

4.29  Revenues 

Wherea facilityreportsoperating and non
operating revenues related to goods or services 
es, the costs to which the revenues correspond 
are not allowable. If the specific costs cannot 
be identified, the revenues shall be deducted 
from the most appropriate costs. If the reve
nues are more than such costs. the deduction 
shall be equal IO such costs 

4.30 travel/entertainment Costs 

Only reasonable and necessary costs of meals. 
lodging, transportation and incidentals incurr

ed for purposes relared to resident care will be 
allowed. A l l  costsdeterminedto be for the 
pleasure and convenience of the provider or 
providers representatives will not be allowed. 

4 .3  1 Transportation Costs 

Costs of transportation incurred,other than 
ambulanceservicescovered pursuantto the 
vermont Welfare Assistance Manual, that are 
necessary and reasonable for the care of resi
dents are allowable.Suchcostsshallinclude 
depreciation of utility vehicles mileage reim
bursement to employees for the use of their 
vehicles to provide transportation for residents. 
and any contractual arrangements for provid
ing suchtransportation.Such costs shallnot 
be separately billed for individual residents. 

4.32 Services directly Billable 

Allowable costs shall not include the cost of 
services to individual residents whichare ordi
narily billable directly to Medicaid irrespective 
of whether such costs are payable by Medic
aid. 

5 REIMBURSEMENT STANDARDS 

5.1 	 ProspectiveCase-MixReimbursement 
System 

(a) In general, these rules set out incentives to 
controlcosts and Medicaidoutlays.while 
promotingaccess toservices and qualit), of 
care. 

(b) Case-mix reimbursement takes into account 
the fact that some residents are more costlyto 
care for than others. Thus thesystem requires: 

(1) the assessment of residentson s form 
prescribed by the Director of the division 
of Licensing and Protection: 

(2) a means to classify residents intogroups 
which are similarincosts.known a L'T 
1992 RUGS-I11 (44 group version): and 

( 3 )a weighting system which quantifies the 
relativecostliness of caring for differem 

\ 
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classes of residents to determine the average 
case-mix score. 

(c) Per diemsates shall be prospectively deter
mined for therate year based on the allowable 
operatingcosts of afacilityina Base Year, 
plus property and related costs from the most 
recentlysettled cost report, calculated as de
scribed in Subsection 9.6. 

5 . 2  	 RetroactiveAdjustments to Prospective 
Rates  

(a) In general, a final rate may not be adjusted 
retroactively. 

(b)TheDivision may retroactivelyrevisea 
final rate under the following conditions: 

(1) as an adjustment pursuant to Sections 8 

and 10; 


(2) in response to a decision by the Secre

tary pursuanttoSubsection 15.5 or to an 

order of a court of competent jurisdiction, 

whether or not that order is the result of a 

decision on the merits, or as the result of a 

settlement pursuant IO Subsection 15.8; 


(3) formechanicalcomputation or typographical 

graphical errors; 


( 3 )  for a terminating facility or a facility in 

receivership, pursuant to Subsections 5.10, 

8.3, and 10.2: 


( 5 )  as a result of revised findings resulting 

from the reopening of a settled cost report 

pursuant to Subsection 3.5; 


(6) in thosecaseswherearateincludes 

paymentfor .Ancillary sentices and the 

provider subsequently arranges for another 

Medicaidprovider to provide and bill di

rectly for these services; 


( 7 )  recover! of overpaymentsorother 

adjustments as required bylawor duly 

promulgated regulation; or 


(8) when revisions of final rates are neces

sary to pass the upperlimits test In 32 

C.F.R.
$437:272. 

5 .3  Lover of Rate or Charges 

(a) A t  no time shall a facility's Medicaid per 
diem rate exceed the provider's average customary 
customarycharges to the general public for nurs
ing facility services in semi-private rooms at 
the beginning of the calendar quarter. In this 
subsection,"charges"shall mean theamount 
actually required to be paid by or onbehalf of 
a resident (other than by Medicaid. Medicare 
Part A or the department of Veterans affairs 
and shall takeintoaccount anydiscounts or 
contractual allowances.. , 

(b) It is the duty of the provider to notify the 
Divisionwithin 10 days of the beginning of 
eachcalendarquarter of anychangein i t s  
charges. 

5 .4  Interim Rates 

(a) The Division may set interim rates for any 
or all facilities. The notice of an interim rate 
is not a final order of the Division and is not 
subject to review or appealpursuant to any 
provision of these rules or 33 V . S . A .  $909. 

(b) Any overpaymentsorunderpayments 
resulting fromthedifferencebetweenthe 
interim and final rates will be either refunded 
by the provider or paid to the provider. 

5 Upper payment Limits 

(a)aggregatepayments to nursingfacilities 
pursuant to theserules may not exceedthe 
limits establishedforsuchpayment in 42 
C.F.R. &X7.272, using Medicare principlesof 
reimbursement. 

(b) If the divisionprojects thatMedicaid 
payments to nursing facilities in the aggregate 
will exceed the Medicareupperlimit. the 
Division shall adopt a rule limiting someor all 
of the payments IO providers IO the level that 
would reduce the aggregatepayments to the 
Medicare upper limit. 

6 Base )'ear 

(a) .4 Base Year shall be acalendar !'ear 
january through December. 
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(b) The Director shall determinethe frequent!, 
of rebasing and shallselect the Base Year. 
However, rebasing for nursing care costs shall 
occur no less frequently than once every three 
years and forother costs no less frequently 
than once every four years, unless the Secre
tary, on the advice of the Director, certifies to 
the General Assembly that rebasing is unnec
essary


(c) For the purposes of rebasing the Director 
may require individual facilities to file special 
cost reports covering the calendar year when 
this is not the facility's fiscalyear. The Direc
tor may requireauditedfinancialstatements 
for the special cost reponingperiod.The 
costs of preparing the special cost report and 
audited financial statements are the responsi
bility of the provider, without special reim
bursement; however, 'for reporting purposes, 
these costs are allowable. 

(d) The determination of a Base Year shall be 
subjectof a noticeof practices and procedures 
pursuant to Subsection 1.8(d) of these rules. 

5.7 Occupancy Level 

(a) A facility should maintain an annual aver
age level of occupancy at a minimum of 90 
percent of the licensed bed capacity. 

(b) For facilitieswithless than 90 percent 
occupancy. thenumber of total resident daysat 
90 percent of licensed capacity shall be used 
for the purpose of calculating per diem costs. 

(c) The 90 percent minimum occupancy provi
sion shall be waived for facilities with 20 or 
fewer beds or terminating facilities pursuant to 
Subsection 5.10. 

5.8 Inflation Factors 

The Directorshalldeterminethespecific 

publication of each index used in the calcu

lation of inflationfactors. Differentinflation 

factors areused to adjust differentrate compo

nents. Subcomponents of each inflation factor 

are weighted in proponion to the percentage of 

averageactualallowablecos=incurred b!. 

\.'emon1 facilities for specific subcomponents 

of h e  relevant cost component. For example. 


if an average cost i n  the NursingCare Cost 
component is S? .4  percentattributable to 
salaries and wages and i6.6 percent 
attributable to employee benefits, the weights 
for the' two subcomponents of theNursing 
Care inflation factor shall be 0.834 and 0.166 
respectively.Theweightsforeachinflation 
factor shall be recalculated no less frequently 
than each time the relevant cost categoryis 
rebased 

z 


(a) The nursing Care rate component shall be 
adjusted by an inflation factor that uses two 
price indexes to account for estimatedeconom
ic trends w i t h  respect to two subcomponents of 
nursing costs: wages and salaries, and bene
fits. The price indexes for each subcomponent 
are the wages and salaries portion of the DRI-
NHMB. and the employee benefits portion of 
the DRI-NHMB, respectively. 

(b) The Resident Care Rate Component shall 
be adjusted by an inflation factor that uses five 
price indexesto account for estimated econom
ic trends with respect to five subcomponents of 
Resident Care costs: wages and salaries, em
ployee benefits,food,utilities and allother 
Resident carecosts.Thepriceindexesfor 
each subcomponent are: the wagesandsala
ries portion of the DRI-NHMB, the employee 
benefits portionof the DRI-NHMB. the food at 
home portion of the NECPI-U. the commercial 
power portion of the NECPI-U and the 
NECPI-U (all items), respectively. 

(c)The Indirect componentrate shall be 
adjusted by an inflation factor b a t  uses three 
price indexes to accountforestimatedeco
nomic trends with respect to three subcomponents 
subcomponentsof indirect costs: wages and salaries, 
employee benefits. and all other indirect costs. 
The prim indexes for each subcomponent are: 
the wages and salariesportion of the DRI-
NHMB the employee benefits portion of the 
DRI-NHMB and the NECPI-U (all items 
respectively. 

id! The Director of nursing rare component 
shall be adjusted b!. an inflationfactorthat 
uses two price indexes IO account for estimated 
economic trends with respect to tufa subcomponents 

subcomponents of Director of nursing costs: wages 
and salaries and employee benefits. The price 

t 
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indexes for each subcomponent are: the wages 
and salaries portion of the DRI-NHMB.and 
h e  employee benefitsportion of the DRI-
NHMB respectively 

(e) Pursuant to Subsection 1.8(d), the division 
shall issue a description of the practices and 
proceduresused to calculateand apply the 
Inflation Factors. 

5.9 Costs for Sew Facilities 

(a) For facilities that are newly constructed. 
newly operated as nursing facilities, or new to 
the Medicaid prosram, the prospective w e 
mix rate shall be determined based on budget 
cost reports submitted to the Division and the 
greater of the estimated resident days for the 
rare yearor theresident days equal to 90 
percent occupancy of all bedsused or intended 
to be used for resident care at any time within 
thebudgetcostreportins period. This rate 
shall remain in effect no longer than one year 
from the effective date of the new rate. The 
principles on allowability ofcorn and existing 
limits in Sections 4, 7 and subsection 9. l e )  
shall apply. 

(b) The costs reponedin the budget costrepon 
shall notexceed reasonable budget projections 
(adjusted for infiation and changes in interest 
rates as necessary submitted in connection 
with the Certificate of Need. 

(c) Property and related costs included in the 
rate shall be consistem with the property and 
related cos= in theapprovedCertificate of 
Need. 

(d) .4 revision may be made to the prospective 
case-mix rate baed  on a"look-back"which 
will be computed based on a provider'sactual 
allowable costs. 

5.10 Costs for Terminating Facilities 

(2) "her, a nursing facility plansto discontinu:: 
a l l  or part of ISopemion, the Division E a > 
adjust its rate so as IO ensure the prorealon of 
h e  residents of the facility 

(b) .4 facility applying for an adjustment 15 its 
rate pursuant .IOthissubsection mas1 h\,:: 2 

transfer plan approved by the Department of 
Aging and disabilities a copy of which shall 
be supplied to h e  Division. 

(c) An application under h i s  subsection shall 
be made on a form prescribed by the Director 
and shall b- accompanied by a financial plan 
demonstrating-how the provider will meet its 
obligations set out in theapprovedtransfer 
plan. 

a 

(d) In approving such an application the Divi
sion may waive the minimum occupancy re
quirements in Subsection 5.7, the limitations 
on costs in Section 7, or make suchother 
reasonable adjustments to the facility's reim
bunemen1 m e  as shall be appropriate in the 
circumstances Theadjustmentsmadeunder 
this subsectionshallremainineffectfora 
period not to exceed six months. 

6 	 BASE )TAR COST CATEGORIES FOR 
nursing facilities 

6.1 General 

In the case-mixsystem of reimbursement, 
allowable costs are grouped into cost catego
ries. T h e  accounts to be usedforeachcost 
caregory shall be prescribed by the Director. 
The Base Sear costs shall be grouped into the 
following cost categories: 

6.2 nursing Care Costs 

(a) Allowable costs for the Nursing Care com
shall actualponent of rate include 


personnel COSTS forprovidingdirectresident 

care, which are required to meet federa! and 

state laws The following areexamples of 

nursing COS:^: 


(1) registered nurses, 

( 2 )  licensed practical nurses, 

(3) nurse aides. including wages related to 

initial and on-goingnurseaidetrainingas 

required by OBRA 

(4)contract nursing. 

( 5 )  fringe benefits. includingchild day care 


(b) costs of ward clerks. medical records and 

librarians will nor be considered nursing cos:^ 


~ ~~~ 
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The salary and related benefits of the position 
of Director of Nursing shall be excluded from 
the calculation ofallowable nursing costs and 
shall be reimbursed separately. 

6.3 Resident care Costs 

Allowable costs for the Resident Care compo
nent of h e  rate shall include reasonable costs 
associated with expenses relatedto direct care. 
The following are Resident Care costs: 

(a) food. vitamins and food supplements, 
(b) utilities. including heat. electricity, sewer 
and water. p h a g e  and liquid propane gas, 
(c) activities personnel, including recreational 
therapy and direct activity supplies, 
(d) Medical Director. Pharmacy Consultant, 

Consultant, psychologistGeriatric and 

cal/psychiatric Consultant, 

(e) counseling personnel, chaplains, an thera

pists and volunteer stipends, 

(f) social senice worker 

(g) employee physicals, 

(h) medical suppliesnotcharged and non

legend
drugs not charged that meet the 
following criteria: 

(1) It isamedicalsupply or non-legend 
drug which is furnished routinely and rela
tively uniformlyto all residents and for 
which no separate charge is recorded. 
(7j It is 2 supply or drug which does not 
require a doctor's prescriptionunder federal 
or state law. 
(3) Costs for the supply or drug0 are not 
billed directly to any governmend unit. 

(i) incontinent supplies,including adult dia
pers, chux and other disposable pads. personal 
care items, such as toothpasre. shampoo, body 
powder, combs, brushes, etc.. and 
6 )  fringe benefits, including child day care, 
(k) such other items as the Director may pre
scribe by a practiceandprocedure issued 
pursuant to subsection 1.8(d). 

0.4 indirect Costs 

(a) allowable costs for the indirect component 
of the rate shall include costs reponed in the 
following functional cost centers on the facili
ty ' s  cos1 report: including those extracted from 

Medicaid Payment Rates 

a facility’s cost repon or the cost repon of an 
affiliated hospital or  Institution. 

( 1 )  fiscal services 
( 2 )  administrative services and professional 
fees, 
(3) plant operation and maintenance 
(4) grounds; 
(5) security, 
(6) laundry and linen, 
(7) housekeepins. 
(8) medical records. 
(9) cafeteria, . .  
(10) all employee education except nurse 
aide wagesrelated to initial and on-going 
nurse aide training as required by OBRA, 
(1 1)dietary excluding food, 
(12) motor vehicle, 
(13) clerical, including ward clerks, 
(14) transportation excludingdepreciation 
(15) insurances director and officer liabil
ity, comprehensive liability. bond indemni
ty, malpractice,premiseliability,motor 
vehicle, and any other costs of insurance in
curred or required in the care of residents 
that h a s  notbeenspecificallyaddressed 
elsewhere), 
(16) oftice suppliestelephone 
( 17)conventions and meetings, 
(18) EDP bookkeeping payroll 
(19) fringebenefitsincludingchild day 
care. 

(b) All expenses no; specified for inclusion in 
another cost carego? pursuant to these rules 
shall be included inthe IndirectCostscate
gory. unless the Director at herhis discretion 
specifiesotherwise In the instructionsto the 
costreport,thechart of accounts, or by the 
issuance of a practice and procedure. 

6.5 Director of Nursing 

allowable costs associated with the position of 
Director of Nursingshallincludereasonable 
salary for onepositionandassociatedfringe 
benefits including child day care. 
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